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MORTGAGEE LETTER 2007-05

TO:   All Multifamily Mortgages

SUBJECT:  Underwriting Section 231 Mortgages and Inclusion in Multifamily Accelerated 



Processing (MAP)

This Mortgagee Letter restates outstanding Departmental policy regarding Section 231 and authorizes the use of MAP to process Section 231 mortgages.  Section 231 project mortgages shall comprise eight or more new or rehabilitated units designed for use and occupancy by elderly persons.  

While Section 231 has been little used in many years because of the advantages of Sections 221(d)(3) and 221(d)(4), the industry has expressed interest in using the Section 231 program since a project may be restricted to use and occupancy by elderly only residents (62 years of age or older.)

Since Section 231 has been little used, we want to highlight the following basic policies which apply to all loans (MAP or Traditional Application Processing (TAP)):

(1) For new construction cases, Section 231 is a replacement cost program like Sections  221(d)(3) and 221(d)(4).  

(2) For substantial rehabilitation cases, Section 231 is a value-limited program like Section 207.  At Firm Commitment, an “as is” value and a value after the completion of rehabilitation are required. The narrative appraisal report must contain both of these value determinations.  The Form HUD 92264 shall be prepared to summarize the post rehabilitation value.  A separate Form HUD 92264 is not required for the “as is” value.

(3) Section 231 mortgages have the same restrictions on mandatory meals and services, central kitchens and dining areas, and non-shelter spaces as Section 221(d)(3) and 221(d)(4) mortgages.  Non-shelter services may not be made a mandatory condition of occupancy.  Charges for any optional services must be reviewed by the MAP Lender and approved by HUD for reasonableness.  Institutional central kitchens are not permitted, nor may the project provide meal services on either a mandatory or optional basis.  The prohibition does not preclude the installation of modest (non-luxury) equipment in a common use kitchen (for example, sink, stove, or refrigerator) in a non-shelter space for use of tenants or by outside entities providing catered meals. 

Where optional services are proposed, i.e., a Form HUD 92013-E must be submitted with the insurance application.  The HUB/Program Center must make a determination that any service program is self-supporting.  No optional service income can be used in the net income calculation to support mortgage debt service.

  The provisions of this Letter cannot be waived by HUB Directors.  Chapters 3, 5, 6, 7 and 8 of the current MAP Guide will be modified to reflect this guidance on processing Section 231 applications.  


If you have any questions concerning this Mortgagee Letter, please contact the Multifamily Technical Service Division at  (202) 708-0614 x2559
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Brian D. Montgomery

Assistant Secretary for Housing – 
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